Table 4.5: uMlalazi projects for 2009/2010 


Project Name 

Ward 

Cost (Rands) 

Current Status 

Nyonibizumuntu extension 

19 

100 000 

40% Complete 

Tshekhombe extension 

19 

100 000 

20% Complete 

Ngudwini spring 

5 

120 000 

Completed 

Ezibhananeni 

3 

70 000 

Design 

Enkawini Spring 

3 

65 000 

Procurement 

Dindini borehole 

4 

125 000 

Design 

Nodlanzana borehole 

4 

125 000 

Design 

Nkulisabantwana 

3 

50 000 

Procurement 

Zondeleni Spring 

2 

80 000 

Completed 

Total 

755 000 



Due to unforeseen reasons some of the projects in uMlalazi took longer to kick start and hence the delay in their finalization. 
Table 4.6: Kwambonambi projects for 2009/2010/2012 


Project Name 

Ward 

Estimated Costs 

Status 

Thandaza extension 

8/11 

100 000 

On hold due to diminishing 
source 

Wela Wela extension 

8 

100 000 

On hold due in 11/12 

Bangicala extension 

8 

100 000 

On hold due to source dimin- 
ishing 

Phathane extension 

10 

117 000 

Completed 

Soya extension 

10 

179 500 

Completed 

Nkiya nkiya 

10 

207 500 

Completed 

Ezidwabeni 

10 


Under investigation 

Nhlabosini 

10 


Completed 

Holinyoka 1 

3 

160 000 

on hold due to budget 

Holinyoka 2 

3 

298 000 

On hold- budget 

Weighbridge borehole (Mondi) 

2 

200 000 

On hold - budget 

Total 

1 462 000 



Table 4.7: Kwambonambi projects for 2009/2010/2012 


Project Name 

Ward 

Estimated Value 

Current Status 

Bedlane 

6 

800000 

Awarded 

Thunzini 

2 

1200000 

Awarded 

Bomvini borehole, Developing a borehole 
install a holding tank and water dispensing 
units 

2 

125000 

On hold due to land issue 

Total 

2125 000 



4.2.2 Drought Management 

One of the challenges facing this Municipality in delivering sustainable service is the persistent drought conditions. The images in 
Figure 4.2 show the extent of the drought in the District especially in the areas of Ntambanana and Mbonambi and in the past year the 






towns such as Eshowe and Gingindlovu were severely affected. This affects the water tanker reduction plan/strategy when rivers and 
dams dry-up as it increases demand on the service of water tankers which then become the oniy option to service that community. 



(a) uMlalazi (Ruth-ledge) Dam (20%) 



(b) Eshlazi Dam ■ uMlalazi (28%) 


Figure 4.3: The Impact of drought on storage of water in dams 


Figure 4.3 shows water ieveis at some point in Eshowe Town in two of its main water sources which then iead to severe water restric- 
tions and urgent boreholes had to be drilled in order to supplement these sources. 


The schemes in shown in Table 4.8 have had their sources 
running dry and water tankers had to be activated to assist: 

Table 4.8: The Impact of drought on storage of water in dams 


Scheme Name 

Reason 

1. 

Thalaneni 

Source dried up 

2. 

Thalangeni 

Source dried up 

3. 

Ethaleni 

Source dried up 

4. 

Jameson’s Drift 

Source dried up 

5. 

Manyane Clinic 

Source dried up 

6. 

Mandaba 2 

Source dried up 

7. 

Nhloshana 

Source dried up 

8. 

Nkonisa 

Water shortage 

1. 

Nqaba 

Source dried up 

2. 

Hlabathini 

Source dried up 

1. 

Isidibha 

Source dried up 

2. 

Hlungwini 

Source dried up 

3. 

Lubisana 

Source dried up 

1. 

Mtinya/Sabhuza 

Source dried up 

2. 

Malaleni/Sokhulu 

Source dried up 

3. 

Manzamnyama 

Source dried up 

4. 

Bangicala 

Source dried up 

5. 

Ndlabeyilandula 

Source dried up 

6. 

Thandaza 

Source dried up 

7. 

Ekupheleni/Mhiana 

Source dried up 

8. 

Nhlabosini 

Source dried up 

9. 

Holinyoka 

Source dried up 

10. 

Empumelelweni 

Source dried up 

11. 

Welawela 

Source dried up 

12. 

Inkanyezi 

Source dried up 

13. 

Hlanzeni/Thukweni 

Drastic change in raw water quality 

1. 

Ogelweni/Mkhandiwini 

Source dried up 

2. 

Emzini/Malongweni 

Source dried up 

3. 

Obuka/KwaMawanda 

Source dried up 

4. 

Crocodile Dam 

Source dried up 




Drought intervention 

For the period of 01 July 201 0 to 30 June 201 1 about 1 975 61 6 kilometres (9.56% more compared to last year) covered by water tank- 
ers in supplying water to these tanks as well as to individuals who placed orders and for different Municipalities and other government 
functions within the District at totalling to 25 222 (9% more compared to last year) loads which translates to about 504 ML of water 
supplied (1 0% more compared to last year). This is all due to intensity of the drought in the District. 

As shown in Table 4.9, there are 25 water tankers are used for this task. About 18 boreholes were drilled in this financial year in dif- 
ferent local Municipalities within the District and 16 of those can be used as production boreholes. The rest were capped due to poor 
underground water quality and very low yields. 

Table 4.9: Schemes serviced by tankers due to effects of drought 


Local Municipality 

Number of Tanks 

Number of Jojo 

Tanks 

Other Storage 

281 

5 

140 

6 concrete reservoirs 

283 

10 

178 

2 Steel tanks -i- 1 concrete reservoir 

284 

8 

140 

2 concrete reservoir +2 steel tank 

285 

1 

14 

7 concrete reservoirs 

286 

1 

18 

7 concrete reservoirs -nsteel tank 

Total 

25 

490 

28 


4.3 Addressing Regulatory Requirements 

In 2009 the then Department of Water Affairs and Foresfry 
DWAF now DWA implemented water (Blue Drop) and waste 
water (Green Drop) monitoring programme. This programme 
seeks to ensure that water in the country is safe to drink 
and that environment is protected by ensuring that effluent 
discharged into the streams and rivers is compliant with their 
(DWA) requirements. 

It has been an uphill battle for most municipalities especially 
the rural municipalities that have historical problems and 
set up of their water systems and uThungulu is also no ex- 
ception. As mentioned above, uThungulu has a number of 
localised schemes and some of them have boreholes and 
springs as the source of water and in most instances there 
is not even a power source to install any form of treatment or 
purification plant in order to treat water to required criteria set 
by DWA. The only method of treatment is disinfection which 
is not enough. 

4.3.1 Blue drop report 

The following is a set criterion by DWA for their purposes of 
Blue drop assessment: 

• Water Safety Planning Process & Incident Response 
Management 

• Process Control, Maintenance & Management Skills 

• Monitoring Programme 

• Credibility of Sample Analysis 

• Submission of Laboratory Results 

• Drinking Water Quality Compliance 

• Publication of Water quality Results 

• Asset Management 

In 2009 Uthungulu District Municipality score in the Blue 
Drop assessment was 34% and internal mechanisms were 


put in place to try and improve where we could which re- 
sulted to a significant improvement during the 2010 assess- 
ment which currently stands at 71%. We are still far away 
from getting a blue drop certificate however a certificate of 
acceptable compliance was bestowed to the Municipality re- 
gardless. With more bulk infrastructure being implemented 
and some being commissioned and less and less localized 
schemes being used our chances of Blue Drop compliance 
will improve. 

4.3.2 Green drop report 

The set criterion for the waste water assessment is: 

• Process Control, Maintenance & Management Skills 

• Monitoring Programme 

• Credibility of Sample Analysis 

• Submission of Quality Results 

• Failure Response Management 

• Bylaws 

• Treatment and Collector Capacity 

• Asset Management 

Uthungulu has a number of different waste water treatment 
plants within the District ranging from small to medium size 
plants. When the Municipality received its WSA and WSP 
status we inherited water and waste water plants and opera- 
tors that were not properly maintained and managed. These 
plants were taken over from the Local Municipalities, Depart- 
ment of Works as well as the then Department of Water Af- 
fairs and forestry. The Municipality has tried its best over the 
years to maintain and refurbish some of these plants but the 
finances are preventing the Municipality from consolidating/ 
providing a proper sewerage treatment plants where practi- 
cal and can lead into efficient provision of this service. In 
2009 Uthungulu District Municipality scored 50% however 
in the latest assessment (2010) the Municipality scored 
68%. We are still far away from receiving our Green Drop 



status. The Municipality will have to embark on an aggres- 
sive method of raising funds in order to rehabilitate and build 
new waste water treatment works if we are to succeed in this 
mammoth task ahead of us. 

4.4 Challenges 

4.4.1 Vandalism 

The whole districf has been plagued by vandalism which 
has left a number of communities without water. Numerous 
attempts have been made to address this issue including 
arranging community meetings to addressing communities 
through the media using the Mayoral radio slots and the mu- 
nicipality’s own monthly news letter but that has had minimal 
impact. Presented in Figure 4.4 is an example of theft of ca- 
bles in some schemes while Figure 4.5 shows vandalism in 
Ntambanana. 



Figure 4.4: Theft of an electrical cable in a scheme 



Figure 4.5: Vandalism of DB box at Crocodile Dam in Ntam- 
banana 

4.4.2 Flood damage 


Flash floods in the district do cause considerable damage 
to the water services infrastructure. Figure 4.6 shows dam- 
aged caused by the floods that showered the district in late 
December 2010. 



Figure 4.6: The Impact of floods on water infrastructure 

4.4.3 Illegal Connections/ abuse of water 

Another challenge that the municipality is facing is that of the 
increasing number of illegal connections and water wastage 
by communities which impacts on the supply to the rest of 
the scheme or network. Figures 4.7 shows an illegal con- 
nection where gardens are being irrigated with purified water 
aimed for drinking in Isihuzu area of Ntambanana. Figure 4.8 
shows illegal connection still being done in an area called 
Cinci in the Mfolozi Municipality while Figures 4.9 and 4.10 
indicates evidence of some members of the community in 
action digging road crossings for their illegal connections. 



Figure 4.7: Irrigating a garden with purified water at Isihuzu 
in Ntambanana 



Figure 4.8: lilegai connection in Cinci in the Mfolozi Munici- 
pality 





Figure 4.9: Community members caught in action with an Figure 4.10: Another illegal connection 

illegal connection 


References 
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Annex 1: M/afer & sanitation projects: cash ftow estimate for the next 5 years 



86 


CO ^ 


00 

00 

co" 

00 

CO 

cJ 


00 

00 

co" 

OJ 


oa 

r- 


0) 

‘o 

c 

a 

CO 


05 

r-- 

LO 

CN 

LO 

o:> 


to 

CN 

o 

co" 


CQ 

CO 


CO 

Q_ 


CD o 
Q. 

Q. CD 


o 

o 

, 

, 

, 

CO 

O 

CM 

o 

O 

, 

CO 

O 

O 

, 

o 

o 




CO 

O 

CO 

o 

O 


CO 

CO 

O 


o 

o 




CO 

O 

o 

o 

O 


CO 

GO 

O 


o' 

o' 




o' 

o' 


o' 

o' 


co' 

co' 

o' 


o 

o 





O 


o 

O 


oo 

03 

O 


o 

o 




T 

O 

1 — 

to 

O 


o 


O 


in' 

o' 




cm' 

o' 

oo' 

oo' 

o' 


co' 

h-T 

o' 



CO 





CM 

CM 


CO 




CO 


o 

h>- 

, 

, 

, 

C33 

00 

o 

o 

CM 

, 

o 

CO 

O 

, 

o 

03 




O 

CO 

o 

o 



o 

CO 

O 


o 





LO 

00 

o 

o 

to 


o 


O 


o' 

r- 




LO' 

co' 

o' 

o' 

CM 


o' 

cm' 

o' 


o 

ir> 





CO 

o 

o 

O 


o 

CO 

O 


o 

CO 




T 


o 

LO 

CO 


to 

CO 

O 


co' 

co' 




cjT 

LO' 

LO' 

co' 

o' 


03' 

to' 

o' 









CM 


CM 




CM 


, 

, 

CM 

, 


, 

O 

O 

o 

O 

o 

o 

o 

O 

00 



CM 


o 


o 

o 

o 

O 

o 

o 

o 

O 

o 



CO 


CO 


o 

o 

o 

o 

o 

o 

o 

O 

CO 



ir>' 




o' 

o' 

o' 

o' 

o' 

o' 

1 — 

o' 




o 


co 


o 

o 

o 

o 

o 

o 

o 

O 




CO 


co 


o 

o 

o 

o 

o 

o 

o 

o 

f"-. 







cm' 

LO' 

cm' 

o' 

1— 

oo' 

o' 

o' 

















, 

, 

CM 

to 

o 

, 

, 

, 

o 

o 

o 

, 

o 

o 

o 



CO 

03 

o 




o 

o 

o 


o 

o 

o 



CO 


o 




o 

o 

o 


o 

o 

o 



03' 

co' 

o' 




o' 

o' 

o' 


cd' 

o' 

o' 



h>- 

CO 

o 




o 

o 

o 


03 

o 

o 



co 

03 

o 




o 

o 

to 


CD 

o 

o 



co' 

ir>' 

co' 




LO' 

h>.' 

h>- 


1 — 

o' 

o' 




CM 












o 

o 

o 

CM 

o 

, 

o 

CO 

o 

o 

o 

, 


o 

o 

o 

o 

o 

03 

o 


o 

CO 

o 

o 

o 



o 

o 

o 

o 

o 


o 


o 

f"- 

o 

o 

o 


LO 

o 

o 

o' 

o' 

o' 

1 — 

o' 


o' 

r"-' 

o' 

o' 

o' 




o' 

o' 

o 

o 

o 

CM 

o 


o 

r"- 

o 

o 

o 


CO 

o 

o 

in 

to 

o 

CO 

o 


LO 

oo 

LO 

o 

o 


LO 

LO 

o 



co' 

co' 

co' 





— 

to' 


cm' 


to' 




CO 












, 

, 

h>- 

LO 

o 

, 

, 

, 

, 

, 

, 

, 

, 

, 

, 



CO 

CO 

CM 













co 

1 — 














co' 

co' 

co' 














CM 

CO 













CO 

LO 














co' 

co' 

cm' 









































o 

to 



CM 


CM 

CJ3 

r"- 

o 

CO 

o 

CO 

o 

r- 

00 

o 

CM 

CM 

CO 

CM 

r*-. 


CO 

o 

CM 

o 

CO 



o 

o 

■*:1- 

1 — 

CO 

CO 

T 

CM 

CO 

o 

CM 

o 

CO 

co 


CO 

o' 

co' 

CM 

r-‘ 

co' 

co' 

LO' 


o' 

to' 

o' 

co' 

r-' 

oo' 


o 

03 

o 

CO 


00 

o 

o 

o 


o 

oo 

co 

CO 


o 

CO 

CO 

CO 

CO 

CM 

00 

CO 

to 

CO 

to 

LO 

CO 


r*-. 

oo' 

co' 

ir>' 

03' 

i, — 

1 — 

o' 

oo' 

CD 

CD 

co' 

co' 

h-' 

o' 



CO 

03 


o 

CM 

CM 


o 

CM 

co 


CM 


CD 

CM 




CM 




CM 









CO 

CO 


CO 

CO 

LO 

LO 

LO 

CO 

CO 

CO 

LO 

CO 


1 — 

1 — 

1 — 

1 — 

1 — 


1 — 

1 — 

1 — 

1 — 

— 

1 — 

— 

T 

1 — 

c 

“3 

c 

3 

< 

t3 

o 

CD 

LL 

S' 

2 

TO 

CD 

LL 

£Z 

TO 

—3 

CD 

LL 

TO 

JZ 

3 

TO 

C3 

o 

CL 

TO 

CO 


CM 



O 

CO 

CM 

CM 

CM 



co 

cm 

CM 

CO 


— 

1 — 


T 

T 

— 

■> — 

1 — 

1 — 

— 

— 

1 — 

1 — 


_L 

> 







il_ 

-fL 


> 





O 


3 








o 




“3 


LL 


o 

< 

< 

< 

<. 

o 

< 

2 



< 






























00 

CO 



CD 

E 



CO 

CO 


©a 




LO 

©a 

cvT 

co' 

CM 

CD 




©a 





CO_ 

co' 



cm' 

CO 

O 




CM 

CM 

cd' 




cm' 

r*-' 

"co 

"co 


CO 



"to 

TO 

"to 

"to 

CM 

to 

"to 


"to 




05 

CD 







©a 




CO 

CO 

Q_ 


©a 

TO 

TO 

TO 

TO 

©a 

TO 


TO 

Q_ 

Q_ 


OC 


CO 

CL 

CL 

CL 

Q_ 


co 

Q_ 

CL 

CL 




CM 















oC 















T— 

t3 

o 











CM 

< 

CD 

'o 

CD 

t/> 

CD 

O 

CD 

O 




to 

< 



<r 

LO 

<r 

Q 

^1 

C/) 

Q_ 


CL 

CL 







CO 

CO 


< 

C/J 


CL 






CO 

CD 

CD 

C/J 

U) 

■ 

CO 


o 


O 

O 




<: 

o 

O 



c/3 

CO 

CD 

"co 

CD 

"to 

"to 


LO 

< 

CO 

CO 


CO 

Q_ 

CL 

CD 

CD 

TO 

o 

CO 

1q 

TO 

‘c 

o 

'c 

CO 

CO 

Q_ 

> 

TO 

'c 

o 

s 

'E 

TO 

CO 

Q_ 

> 

'E 

TO 

CO 

CL 

> 

CO 

< 

CO 

CO 

CD 

CO 

TO 

CL 

"E 

Ic 

CO 

c 

.o 

TO 

‘E 

TO 

c 

.o 

TO 

'E 

TO 

TO 

'c 

o 

s 

TO 

'c 

o 

s 

CL 

'E 

TO 

TO 

c/3 

CO 

o 


o 



■a 

■a 

c 


C/J 

CO 

o 

TO 


c 

"co 

CO 

TO 

CO 




CO 

c 

CO 


TO 

TO 

TO 


CD 

to 

CD 

CO 

CO 




CO 

CO 

CD 

TO 


2 

(S 

co 

CM 

<5 

co 

CM 

00 

CM 

2 

2 



co 

CM 

oo 

CM 

<5 

5 

Z) 




co 














ir> 

m 

O 

CO 

CO 

CO 

CO 

CO 

CO 

CO 

CO 

CO 

CO 

CO 

oo 

oo 

co 

co 

00 

00 

oo 

oo 

co 

co 

oo 

GO 

00 

00 

CM 

CM 

CM 

O 

CM 

CM 

CM 

CM 

CM 

CM 

CM 

CM 

CM 

CM 

CM 


Municipal Budget Years 





'«o .5* 

a> 

Q ^ 


O 

Q 


^ CO 

^ 5 

O) Q. p 

■D cn S. 

“ < 

CO 
Q. 

t- C 

c S £ 

= S E 


i? 


CO 


.<15 

g' 

Q. 

c: 


oQ 


O 

c 

o 

s 

'E 

CO 

CO 


CNJ 

S 

c 

c 


O 

Q 


o 

o 


o 

Q 


E S2 


O 

Q 


o 

Q 


o 

Q 


rsj Q 

2 § 

_l CO 


gj E 


‘m O 


I S 

i ■§ 


o 

CO 

d) 


CO 

CO 

c 

CO 


O 

Cl 


O 

a 


o 

Q 


o 

Q 


o 

Q 


o 

Q 


CQ 

CO 

CD 


O 

co" 


00 

I— CD 


CM 

CD 


S -§ E 

m CO -Q jg 

eo = -^ 


£ 

CO 


CM 

< 

CO 

CO 


O 

Q 


£ 

CD 


< 

CO 

CO 


CD 


Municipal Budget Years 

Estinistsd 

Project Name Council Wards Subwards Start Complete p^^jg^j^ost Previous Consultant BP MIG 

Years Appointment Approval Approval 


*«o .S' 


o 

Q 


O) o 

^ ^ Cl. 


I— O W O 


O S .S 

^ a-, ^ 


I— O CO o 


o 

Q 


O 

Q 


o 

Q 


o 

o 


o 

Q 


o 

Q 


o 

Q 


o 

Q 


' O) 9 
to c 

o o § 
to -Q 0 ) 
5 9? c "o 


O 

Q 


o 


5 ^ 


CO 

CO 

CQ CO 


OC 

< 

C3 

O 

CO 


to 

cd" 


h>- 

cd“ 


co_ 


CJl 

o 

CO 

cjT 


< 


Cl> 


CD 


CD 
C 

CO CO _ § iO 
03^ 3 CO "O 

^ 5^ CO c CD 

M £ CD" CD 

5 ^ CD ^ . 

£ CD 

cn 


CZ -C CC 


CO 


= 1 
.it: c 

2 M LU 


^ CO .£ 




_> 

CO 


cd" 

m S° 

^ S 

S -g 

cn E 
Q-m 
^ LU 

CD CD 

I ™ 

a 


CC CO 
Q_ — - 

co' 


CD 

- CO 


CO 
.c 

- CQ 
CO 

CO 2 


£ CO 


o 

CO 

CO 


g M m M TO 
Q- -Q ^ § -c 
2 2 CO 5 Z 


o 


CO 

.c 

CQ 


j— ^ .c 
m O CO 


o -i=i =» C3 

^ CO CO CO 

LU CO S S 


CD 

OC 


CO 

©a 

CM 


©c 

o 


CM 

©s 


CD 

c 

CO 


CD 


CD 


< 

CO 

CO 


uo 

< 

CO 

CO 


CD 

CO 

CO 

.c 

Q_ 


CM 

CD 

CO 

CO 

.c 

Q_ 


CO 

CM 

O 

Q 



Municipal Budget Years 

Project Name Council Wards Subwards Start Complete pf®“ost Previous ConsuTani BP MIG 

Years Appointment Approval Approval 


'« .S’ 


o 

Q 


03 .E 
§ N 
< 2 


o 

Q 


o 

Q 


o 

Q 


o 

Q 


o 

Q 


o 

Q 


o 

Q 


^ o _ 

oc _i < 

LU O M 


LU CO 
>- ^ 
LU CQ 


oo“ 

CO 


0) 

CO 


CD 

CO 


g iir ro 


03 


CD 


g I I 1 

i’ O ^ 

-2 E 1 g I 

n ^ O 


M 

oC 


-5 

-S «3 


•= -r IF O 


03 CO 

SS g 

CO 

E = 


O 03 

E Q- 


03 CD 

E -O 


. CD CD 


O' 
CO ■ 


O 

E CD '•'J -tii 

g 0-2 ^ g i5 

E ro ^ "o o- 

. g E g :§ M 2 

^ LU S -g LU 




CO 9> 
CQ $ 


^ f i I 

O' E o E 

O LU CD LU 


= .Dd o 
:E ^ "O 
CO Z) 2 


: CNj" 


CO lo 


s-g S -i ^ 

03 ^ 


03 CO 

^ .9- g 
M i2 


CO "O 

is 


LO 

< 

CO 

CO 

< 

CO 


< 

CO 

CO 

'E 

CD 

c 

03 


CD 


to 

< 

CO 

CO 

‘E 

CD 

c 

CO 


CD 


< 

CO 

CO 

CD 


Municipal Budget Years 

Estinistsd 

Project Name Council Wards Subwards Start Complete p^^j^^jcost Previous Consultant BP MIG 

Years Appointment Approval Approval 


*«o .S' 
c5 w 
Q ^ 


O 

Q 


O 

Q 


O 

a 


o 

Q 


O 

a 


o 

Cl 


o 

Q 


O 

Q 


O 

Q 


O 

Q 


O 

Q 


O I — 

o LU 

UJ X 

oc ^ 
=) < 


o 

Ll_ 

m 


X o _ 

CC _l < 
LU O M 


CO I- 
LU LU 

X O 
CC _l 
LU O 


O 

cvT 


LO 

cjT 


<x> 

CO 


CO 

JZ 

CC 


C\J 

O 


CC 

CD 

^ 1 O 

i i “ 

:e 


CC 


CC 

c 

CC 


c w ^ Ic £ 




I— I— ^ D) § -§ 
^ E S cr E 
I g ro g 8 CO 

-C ^ CO CC c ^ ^ 

C« ^ ^ C CO CD 
LU Q S I— LU ^ 


” CC CO 


- ro .ro 3 :2 


3=1 8 

o 

CO CD O 


= CO -g 

w 


CJ) 


- c\j 
: oes 

CD 

XJ 

CO 

CO 

cd" 

c 

CO 


O CO J 
CD S’ ; 


O 


.5C Jrr U 

CO CO ^ CO 




a> -Tn ~ 


.E lo 


C\J 

"co 


oC 

CM 

o3 


- oC 
CO 
csC 

E 


' CD ©a 


^ g. 

CO o 
< 'c 


< 

CO 

CO 


CO 

CM 
Q_ < 

CD ^ 
CO C/j 


CO 


o 

o 


Q_ 


_cg 


Q_ 



92 


Department 

Of Financial Services 

The overall objectives of the Financial Services department is: 

• The Management of Financial Municipal Reporting 

• The Management of Municipal Budgets 

• The Management of Supply Chain Management 

• The Management of Municipal Expenditure 

• The Management of Municipal Assets 

• The Management of Municipal Revenues 

• Annual preparation of Annual Financial Statements 

Section: Revenue 

The active debtor database is well over 20 000 and the revenue 
department is tasked with ensuring that all consumed services 
are billed for and paid timeously. To serve our customers more 
efficiently fully operational satellite offices are situated at Nkandia, 
Melmoth, Eshowe, Gingindlovu, Mtunzini, Mfolozi and the Regional 
Waste site. Their purpose is to provide convenient access to the 
residents of the entire District who wish to pay an account or make 
enquiries about Municipal service. In addition to the fixed offices 
we also service our rural communities by having a dedicated 
official who travels to each community identifying their needs and 
addressing them where necessary. 

Working together with the community development officers (CDO's) 
the revenue department plays a crucial role in ensuring that not 
only do we meet our strategic objectives of providing portable water 
and safe sanitation to all but we also maintain long term financial 
sustainability. 

In the year under review we had unified water tariffs across the 
District and the basis of sanitation tariff was changed to incorporate 
the property value as the baseline formula which thereafter unified 
the bases of sanitation tariffs across the District. Further tariff 
mechanisms were also implemented to encourage conservatory 
water usages amongst the commercial and governmental 
organizations. 

The revenue department commenced with the financial 
administration of the Regional Cemetery in July 2010, which was 
previously operated on the Districts behalf by the City of uMhIatuze, 
thereby necessitating the establishment of a cashier office based 
at the Regional waste site, neighboring the cemetery, due to the 
cemetery premises not having appropriate accommodation to 
incorporate this service. 

The regional landfill site which was also previously managed by 
a service provider has since 01 July 2010, now being effectively 
managed with internal resources. 

Tariffs 

Taking cognizance of the high poverty levels of the District, recovery 
of full costs for services through appropriate tariff structures 
becomes a challenge as our services would become unaffordable. 
We therefore rely heavily on government grants to subsidise our 
service costs, however we have acknowledged that we cannot 


become complacent and rely purely on government grants. In this 
regard the setting of tariffs has become a very analytical process 
whereby we have to find an equilibrium between cost recovery 
and the financial needs of our residents. It is envisaged that eost 
reflective tariffs are required to be implemented by 201 4 accordingly 
with guidance from National Treasury. 

Revenue statistics 

The total revenue as reflected in the 2010/2011 Statement of 
Financial performance is R 464 million (2009/2010 R 479 million); 
this comprises National and Provincial grants, trading and non 
trading revenue. 

Debtors 

A contentious issue attracting considerable publicity in the past 
year was the amount of debts owed to South African Municipalities. 
Collection of municipal debts has always been a challenging 
task with consideration to the fact that 80% of our residents are 
rural and poverty-stricken. Adding further challenges is the slow 
recovery from the worldwide recession that has rendered many of 
our residents in a less favorable financial position. 

Stricter credit control actions are used as measures to recover 
debts, however several mechanisms have been implemented to 
assist the poor and aged, namely. Indigent and Incentive policies. 
The indigent policy is aimed at alleviating the plight of our poor 
and aged by affording them free and subsidized services, whilst the 
objective of the incentive policy is to assist customers with arrears 
by providing an incentive of partial write off’s in recognition for their 
future payment commitments. 

In addressing the plight of our poor residents. Council in this 
financial year approved the write-off of certain categories of 
outstanding debts, amounting to R 2,236,883.67, thereby easing 
the financial burden of some of our consumer’s debts. 

The following table depicts the outstanding debt as at 30th June 
201 1 per the trading service category. 


Age Analysis ■ Per Service 


1 

2011 

2010 

2009 

Debtors (Rm) 




Water /Sundries 

26.6 

20.0 

16.0 

Sanitation 

3.2 

3.7 

7.0 

Solid waste 

1.5 

1.3 

1.0 

Sundry Debtors 

0 

6.6 

0.0 

Consumer Debtors 

31.3 

31.6 

24.5 


In 201 0/201 1 , the Service debtors decreased marginally from R 
31 .6 million to R 31 .3 million indicating that current debts are being 
collected however aged debts from prior periods still pose collection 
challenges. 

The following table depicts the outstanding amounts per service 
type for the past three years. Although the debts for sanitation 
and solid waste have been curbed, it is evident that water debt is 
increasing. 



The total provision for doubtful debts amounted to 67% of consumer 
debtors in 2011 (54% 2010). 




■ 

20 




m 

R 

Current 

6.5 

20.8 

7 

22.1 

31 - 60 Days 

2.9 

9.3 

3.5 

11.1 

61 - 90 Days 

1.8 

5.7 

1.3 

4.1 

91-120 Days 

1.5 

4.8 

1.2 

3.9 

121 Days and Greater 

18.6 

59.4 

18.6 

58.8 

Total 

31.3 

100 

31.6 

100 


The table below shows analysis of the outstanding debts per period. 


Outstanding Debts (R ‘000) - Ageing 

Current 



5% 


The statistics indicate the economic climate experienced by the 
District Municipality whereby consumers are unable to meet their 
current obligations. This has necessitated Council to explore 
mechanisms to assist customers to settle their debts as well as to 
make services more affordable to the poor and aged. 
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Grants Received - Funder 


160.00 
„ 140.00 

I 120.00 

ii 100.00 

■g 80.00 

g 60.00 

IT 40.00 

20.00 



Levy Equitable MIG 

Replacement Share 


DWA COGTA Public Works National Provincial 

Treasury Treasury 


Funder 


The revenue department has embarked on a programme to hold 
after-hours workshops within the various suburbs of the District. 
These workshops are to afford residents individual assistance with 
matters pertaining to arrears and the indigent and incentive policies. 
It is noted that in 201 1 outstanding government debt constituted 
1 5% of the total outstanding debtors (27 % -201 0). Assistance from 
the office of the Honourable Mayor has already started to yield 
positive results thereby curbing the increasing government debts. 

Grants and Subsidies 

Grant allocation to the value of R 397 Million was received from 
various funders during the 2010/2011 financial year. The table 
below depicts the allocations as received. 

Investments 

The approved Investment policy regulates all investments placed 
during the financial year. The investment policy of the municipality 
is aimed at gaining the optimum return on investments without 
incurring undue risks. The effectiveness of the investment policy is 
dependent on the accuracy of the municipality’s cash management, 
which must identify the surplus amounts to be invested and when 
those funds will be needed by the municipality’s operations. All 
investments are made with institutions which comply with the 
Banks Act, 1990 (Act No. 94 of 1990); and such investment shall 
not exceed a period of 120 days. 

Section: Supply Chain Management 

The fifth update of the Supply Chain Management Policy has been 
approved by Council (UDMC 1810) on 17 March 2011 and has 
since been implemented as such and is in accordance with the 
Supply chain Management Regulations pertaining to the Municipal 
Finance Management act. 

Over the past years the processes of buying goods and services for 
operational and capital requirements has evolved into a scientific 
architecture governed by legislature, ensuring that all municipal 
procurement is carried out in a manner which is fair, transparent, 
cost effective, competitive, and considers the organisation’s 
financial and social responsibilities. 


The journey to achieving the goals of National Treasury and 
compliance with National and Provincial Government legislation 
could be considered to be highly regulated, however we have 
been successful in the formation of a supply chain policy and the 
implementation thereof. 

The tables below depict the volume of supply chain management 
transactions processed during the financial year. 


Direct Purchased Orders Processed: 


Order 

Count 

Total value 

Previous Value 

Difference 

1700 

R24 863 969.63 

R25 450 746.52 

R586 776.89 


Stock Purchase Orders Processed: 


Order 

Count 

Total value 

Previous Value 

Difference 

104 

R3 155 691.03 

R3 762 175.61 

R606 484.58 


Total Purchase Orders Processed: 


Order 

Count 

Total value 

Previous Value 

Difference 

1804 

R28 019 660.66 

R29 212 922.13 

R1 193 261.47 


SCM Database 


In ensuring that we have an adequate pool of suppliers to approach, 
so as to ensure that we are able to attain the best available pricing 
and quality we have created a database of service providers. This 
database affords potential suppliers to register with Council so 
they thereafter may be eligible for future transactions with us. The 






database also serves to attract small and emerging enterprises. The fully operational database now affords the opportunity to seek quotations 
from registered suppliers through the mechanism of advanced information technology and systems which has eliminated the human factor 
in most instances, thus mitigating risks associated with prejudicial procurement practices. 

Stores 

The District has four fully functional stores strategically located so as to be able to provide stock material without logistical delays. Periodic 
stock counts have reaffirmed the commitment by the staff manning these stores in that our losses have for the past years been negligible. 


The following is a summary of stock holding and movements at all four stores under the control of the uThungulu District Municipality during 
the 2010/201 1 financial year. 


Store 

Opening Baiance 

Closing 

Balance 

Movement 

Empangeni Store 

R2 663 889.45 

R1 382 758.09 

R1 281 131.36 

Mthonjaneni Store 

R102 634.99 

R96 250.12 

R6 384.87 

UmlalazI Store 

R5 334 609.29 

R5 241 007.85 

R93 601.44 

Uthungulu Store 

R96 246.56 

R97 959.93 

R1 713.37 


Stock Received: 


Store 

2010/2011 

2009/2010 

Difference 

Empangeni Store 

R2 196 457.53 

R4 593144.90 

R2 396 687.37 

Mthonjaneni Store 

R42 313.75 

R46 964.28 

R4 650.53 

UmlalazI Store 

R499 135.75 

R5 045 464.41 

R4 546 328.66 

Uthungulu Store 

R61 455.00 

R115 314.75 

R53 859.75 





Tenders 


As stipulated in the SCM policy any procurement in excess of R 200 000.00 (inci Vat) must be done through a competitive bidding process. In 
the year under review we have successfully awarded 54 tenders. The tender process is a collective effort by not only the dedicated specialists 
of the SCM unit but also by the committed officials of this Council who represent the BSC, BEC and the BAC. 

Following is a list of the top ten tenders awarded: 


Date of Approval 

BAC No 

Tender No 

Description 

Tenderer 

Amount (incl.VAT) 

14.04.2011 

UDMBAC: 508 

UDM/MIG/27/2010 

Tender for Middle- 
drift Phase 2: Water 
Treatment Works 
Project 

Cyclone Construc- 
tion (Pty) Ltd 

R45 556 939.93 

22.03.2011 

UDMBAC: 495 

UDM/MIG/1 5/2010 

Tender for the 
Construction of Bulk 
Water Pipelines for 
Mbonambi Water 
Project: Phase 2 

Sanyathi Civil 
Engineering and 
Construction 

R13 730 045.00 

20-08-2010 

UDMBAC: 446 

UDM/MIG/1 3/2010 

Tender for the 

Greater Mthonjaneni 
Bulk Water Supply 
Phase 2C and 2D - 
Construction of Bulk 
Water Mains 

Hidrotech Infra PTY 
(LTD) 

RIO 799 113.18 

04.11.2010 

UDMBAC: 464 

UDM/MIG/1 2/2010 

Tender for the Con- 
version of a Raw 
Water Pumpstation 
at Phobane Lake 

Icon Construction 
(Pty) Ltd 

R6 122 028.00 

23.05.2011 

UDMBAC: 517 

UDM/MIG/06/2011 

Tender for the 

Greater Mtnonjaneni 
Water Supply Phase 
2: Construction 
of 3 ML Concrete 
Reservoir at Nom- 
ponjwana Area 

B & B Plant Hire JV 
Mchumane Projects 

R4 569 726.48 

07.04.2011 

UDMBAC: 502 

UDM/MIG/07/2010 

Tender for the Duc- 
tile Iron Materials 
Supply for KwaHlo- 
kohloko SSA5 

Vula Indlela Con- 
struction CC 

R 3 832 595.87 

15.07.2010 

UDMBAC: 434 

UDM/MIG/06/2010 

Greafer Mthonjaneni 
Phase 1-10: Tender 
for the Construction 
of Reticulation 

Awicon CC 

R3 451 305.20 

06.08.2010 

UDMBAC: 439 

UDM/MIG/01/2010 

Supply & Delivery 
of Building Tools 
& Material for the 
Mthonjaneni Sanita- 
tion Phase 3 Project 
for the period: 1 

May 2010 to 31 May 
2013 

Martiq 282 cc 11 A 
Aqua-Tap 

R3 025 962.00 

09.12.2010 

UDMBAC: 474 

UDM/MIG/1 7/2010 

Tender for the 

Greater Mthonjaneni 
Water Supply Phase 
2B: Construction of 
Water Reticulation 
Network to Reser- 
voir Supply Zone 5 

Akwande Civil 

Project CC / Dru 

Civile JV 

R2 699 998.01 



Date of Approval 

BAG No 

Tender No 

Description 

Tenderer 

Amount (incl. VAT) 

20.01.2011 

UDMBAC: 475 

UDM/MIG/17/2010 

Tender for the 

Greater Mthonjaneni 
Water Supply Phase 
2B: Construction of 
Water Reticulation 
Network to Reser- 
voir Supply Zone 5 

AC Industrial Sales 
& Services 

R2 676 184.10 


Section: Expenditure 

Demanding excellent service from our service providers has to be reciprocated by excellent service from us. In this sense our services 
providers must be paid in full and where applicable in accordance with the applicable credit terms. This has been the core vision of the 
expenditure section, who with very limited resources attempt to settle debts timeously and ensure that all payments are valid and accurate. 
We have since 2007 voluntarily subjected our financial records to an independent financial rating and as at the year under review we obtained 
an A1- rating for short term, from Messrs Global Credit Rating, indicating that risk factors are very low and there is a high probability of 
timeous payment. 

Good business practices dictates that complacency should not be embraced once a goal is met, rather we should continue finding better 
practices so as to become leaders in service delivery. 

The expenditure department is structured into several subsections so as to ensure that adequate focus is placed on every aspect concerning 
the payment of internal and external stakeholders. 

Salaries 

Working with an advanced industry-leading software programme we are able to accurately and timeously process monthly staff salaries and 
ensure that all prescriptive aspects eg, UIF and PAYE are meticulously attended to. During the year under review no instances of delayed 
salary payments were noted. 
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REPORT OF THE AUDITOR-GENERAL TO KWAZULU-NATAL PROVINCIAL LEGISLATURE AND THE 

COUNCIL ON UTHUNGULU DISTRICT MUNICIPALITY 

REPORT ON THE CONSOLIDATED FINANCIAL STATEMENTS 

Introduction 

1 . I have audited the accompanying consoiidated and separate financiai statements of the 
uThunguiu District Municipaiity, which comprise the consoiidated and separate statement of 
financial position as at 30 June 201 1, the consolidated and separate statement of financial 
performance, statement of changes in net assets and cash flow statement for the year then 
ended, and a summary of significant accounting policies and other explanatory information, 
as set out on pages 105 to 146. 

Accounting officer’s responsibiiity for the consoiidated financiai statements 

2. The accounting officer is responsible for the preparation and fair presentation of these consoli- 
dated and separate financial statements in accordance with South African Standards of Gen- 
erally Recognised Accounting Practice (SA Standards of GRAP) and the requirements of the 
Local Government; Municipal Finance Management Act of South Africa, 2003 (Act No. 56 of 
2003) (MFMA) and the Division of Revenue Act of South Africa, 2010 (Act No. 1 of 2010) (DORA) 
and for such internal control as management determines necessary to enable the preparation 
of consolidated and separate financial statements that are free from material misstatement, 
whether due to fraud or error. 

Auditor-General’s responsibility 

3. As required by section 188 of the Constitution of the Republic of South Africa, 1996 (Act No. 108 
of 1996), section 4 of the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA) and 
section 126(3) of the MFMA, my responsibility is to express an opinion on these consolidated 
financial statements based on my audit. 

4. I conducted my audit in accordance with International Standards on Auditing and General 
Notice No.l 111 of 2010 issued in Government Gazette No. 33872 of 15 December 2010. Those 
standards require that I comply with ethical requirements and plan and perform the audit to 
obtain reasonable assurance that the consolidated and separate financial statements are 
free from material misstatement. 

5. An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the consolidated and separate financial statements. The procedures selected 
depend on the auditor's judgement, including the assessment of the risks of material misstate- 
ment of the consolidated and separate financial statements, whether due to fraud or error. In 
making those risk assessments, the auditor considers internal control relevant to the municipal- 
ity's preparation and fair presentation of the consolidated and separate financial statements 
in order to design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the municipality's internal control. An 
audit also includes evaluating the appropriateness of accounting policies used and the rea- 
sonableness of accounting estimates made by management, as well as evaluating the overall 
presentation of the consolidated and separate financial statements. 

6. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a 
basis for my audit opinion. 

Opinion 

7. In my opinion, the consolidated and separate financial statements present fairly, in all material 
respects, the financial position of the Uthungulu District Municipality and its subsidiaries as at 30 
June 201 1 and its financial performance and cash flows for the year then ended in accord- 
ance with SA Standards of <GRAP and the requirements of the MFMA and DORA. 

Emphasis of matter 

8. I draw attention to the matter below. My opinion is not modified in respect of this matter. 




Restatement ot corresponding figures 

9. As disclosed in note 36 to the consolidated financial statements, the corresponding figures for 
30 June 2010 have been restated as a result of changes in accounting policies that have been 
effected by management and have been applied retrospectively in accordance with GRAP 
3 requirements. 

Additional matter 

10. I draw attention to the matter below. My opinion is not modified in respect of this matter. 

Unaudited supplementary schedules 

1 1. The supplementary information set out on pages 147 to 156 do not form part of the consoli- 
dated financial statements and are presented as additional information. I have not audited 
the schedule and, accordingly, I do not express an opinion thereon. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

12. In accordance with the PAA and in terms of General Notice No. 1111 of 2010, issued in Gov- 
ernment Gazette No, 33872 of 15 December 2010, 1 include below my findings on the annual 
performance report as set out on pages 43 to 50 and material non-compliance with laws and 
regulations applicable to the municipality. 

Predetermined objectives 

Usetulness ot intormation 

13. The following criteria are relevant to the findings below; 

• Consistency: Objectives, indicators and targets are consistent between planning and 
reporting documents 

14. The following audit finding relates to the above criteria: 

Reported objectives, indicators and targets are not consistent and complete when 
compared with the planned objectives, indicators and targets (Consistency) 

15. For the reported performance against predetermined objectives, 26% of the reported indica- 
tors and targets are not consistent with the approved integrated development plan. 

Changes to planned objectives, indicators and targets were not approved (Consistency) 

16. Additional and different objectives, indicators and targets were reported on as opposed to 
those in the approved integrated development plan. These additional and different objec- 
tives, indicators and targets were not included in the approved or adjusted budgets and were 
not approved subsequent to the strategic planning process. 

Reliability of information 

17. The following criteria are relevant to the findings below; 

• Validity: Actual reported performance has occurred and pertains to the municipality, 

• Accuracy: Amounts, numbers and other data relating to reported actual performance 
have been recorded and reported appropriately 

• Completeness: All actual results and events that should have been recorded have been 
included in the annual performance report 

Reporfed performance againsf fargefs is nof valid, accurafe and complefe when compared 
fo source informafion 

18. For the selected objectives listed below, 32% of the reported targets were not valid, accurate 
and complete based on the source information or evidence provided. 

• Local Economic Development 

• Local Economic Development of prioritised groups 




• Local Tourism Development 

• Agricultural Development 

• Business and Industrial Development 

• Access to Water (Potable Water and Waste Water) 

• Access to Sanitation 

19. For the following reported target which is material by nature, the completeness of reported 
targets could not be established as appropriate audit evidence could not be provided. 

• 2707 jobs created through the municipality's capital projects 

Compliance with laws and regulations 

20. Included below are findings on material non-compliance with laws and regulation applicable 
to the municipality. 

Procurement and contract management 

21. Persons who are in service of the state have not disclosed that they were employed by the 
state and have been transacting with the municipality, in contravention with section 44 of the 
Municipal Supply Chain Management (SCM) Regulations. 

Strategic and pertormance 

22. The municipality did not monitor and review their cycles and processes of performance in 
respect of measurement, reporting and improvements to be conducted, organised and man- 
aged, including determining the roles of the different role players as required by sections 38, 
41(d), 42 and 46 (1) (c) of the Municipal Systems Act of South Africa, 2000 (Act No. 32 of 2000) 
(MSA) and regulation 6 of the Municipal Planning and Performance Regulations, 2001 . 

INTERNAL CONTROL 

23. In accordance with the PAA and in terms of General Notice No. 1111 of 2010, issued in Gov- 
ernment Gazette No. 33872 of 15 December 2010,1 considered internal control relevant to my 
audit, but not for the purpose of expressing an opinion on the effectiveness of internal control. 
The matters reported below are limited to the significant deficiencies that resulted in the find- 
ings on the annual performance report and the findings on compliance with laws and regula- 
tions included in this report. 


Leadership 

The accounting officer did not exercise adequate oversight responsibility over the re- 
porting of the predetermined objectives to ensure that they complied with the require- 
ments of the MSA. 

Financial and performance management 

The accounting officer did not perform adequate review of the annual performance 
report to ensure that approved indicators and targets were consistently and completely 
recorded. Furthermore, though the municipality has a system of internal controls in the 
form of a declaration; the service providers did not disclose on such forms that they were 
in the service of the state when transacting with the municipality. 



Pietermaritzburg 


09 December 201 1 



AUDITOR-GENERAL 
SOUTH AFRICA 


Auditing to build public confidence 
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UTHUNGULU DISTRICT MUNICIPALITY 

CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 201 1 

STATEMENT OF MUNICIPAL MANAGER’S RESPONSIBILITY 


I am responsible for the preparation of these consolidated annual financial statements, which are set out on 
pages 105 to 156, in terms of Section 126(1) of the Municipal Finance Management Act (Act no 56 of 2003) 
and which I have signed on behalf of the municipality. 

I certify that the salaries, allowances and benefits of Councillors as discussed in note 23 of these annual 
financial statements are within the upper limits of the framework envisaged in Section 219 of the Constitution, 
read with the Remuneration of Public Office Bearers Act and the Minister of Provincial and Local Government 
determination in accordance with this Act. 



DP Lubbe (Acting) 
Accounting Otficer 


Richards Bay 
17 November 2011 
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ACCOUNTING POLICIES 


1 . Presentation of Consolidated Annual Financial Statements 

The consolidated annual financial statements have been prepared in accordance with the effective Standards 
of Generally Recognised Accounting Practice (GRAP) Including any interpretations, guidelines and directives 
issued by the Accounting Standards Board. 

These consolidated annual financial statements have been prepared on an accrual basis at accounting and 
are in accordance with historical cost convention unless specified otherwise. They are presented in South Afri- 
can Rand. 

A summary of the significant accounting policies, which have been consistently applied, to all the years 
presented are disclosed below. 

1.1 Significant judgements and sources of estimation uncertainty 

In preparing the oonsolidated annual financial statements, management is required to make estimates and 
assumptions that affect the amounts represented in the consolidated annual financial statements and related 
disclosures. Use of available informatian and the applioation of judgement is inherent in the formation of esti- 
mates. Actual results in the future could differ from these estimates which may be material to the consolidated 
annual finanoial statements. Significant judgements include: 

1.1.1 Provisions 

Management determined an estimate for provisions raised based an the information available. Additional dis- 
closure of these estimates of provisions are included in note 1 7 - Non - Current and Current Provisions. 

1.1.2 Standards, amendments to standards and interpretations issued but not yet effected 

The following GRAP standards have been issued but are not yet effective. 

GRAP 1 8: Segment reporting-issued in March 2005 

Ccmpliance with this standard would have had an effect on the presentation only. Financial information would 
have been reported by segments. The disclosure of this information will assist users of the financial statements tc 
better understand the municipality's historical performance and to identify the resources allocated to support 
the major activities of the entity. 

GRAP 23: Revenue from Non-Exchange transactions (Taxes and Transfers) - Issued in February 2008 Non-ex- 
change transactions in which the entity receives services without direotly giving approximately equal value 
in exchange, has not been acoounted for as revenue. This standard will have no impaot on the municipality. 

GRAP 24: Presentatian of Budget Information in Financial Statements - Issued in November 2007 

Complianoe with this standard would have had an effect on the presentation only. The budget information is 
currently disclosed in note 36. 

1.1.3 Useful lives of Properfy, Planf and Equipment 

As described in accounting policies 1 .5 & 1 .6 the municipality depreciates/amortises its property, plant and 
equipment and intangible assets over the estimated useful lives of the assets, taking into account the residual 
values of the assets at the end of their useful lives, which is determined when the assets become available for 
use. The useful lives and residual values of the assets are based on industry knowledge and reviewed annually. 

1.1.4 Defined Benefit Plan Liabilities 

As described in accounting policy 1 .3, the municipality obtains actuarial valuations of its defined benefit plan 
liabilities. The defined benefit obligations of the municipality that were identified are post retirement health 
benefit obligatians and long service awards. The estimated liabilities are recorded in accordance with the re- 
quirements of IAS 1 9. Details of the liabilities and the key assumptions made by the actuaries in estimating the 
liabilities are provided in note 15 to the financial statements. 

1.1.5 Revenue Recognition 

Accounting Policy 1.11 on Revenue from Exchange Transactions and Acoounting Policy 1 .1 2 on Revenue from 
Non - Exchange Transaotions describes the conditions under which revenue is recorded by the management 
of the municipality. 
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ACCOUNTING POLICIES 


1.1 Significant judgements and sources of estimation uncertainty (continued) 

In making their judgement, management considered the detailed criteria for the recognition of revenue as set 
out in GRAP 9: Revenue from Exchange Transactions and GAMAP 9 Revenue, as far as Revenue from Non 
Exchange Transactions are concerned. In particular, when goods are sold, whether the municipality had trans- 
ferred to the buyer the significant risks and rewards of ownership of the goods and when services are rendered, 
whether the service has been rendered. The management of the municipality is satisfied that recognition of the 
revenue in the current year is appropriate. 

1.1.6 Financial Assets and Liabilities 

The classification of financial assets and liabilities, into categories, is based on managements educated 
jugdement. 

1.1.7 Changes in accounting policies 

Changes in accounting policies that are effected by management have been applied retrospectively in accor- 
dance with GRAP 3 requirements, except to the extent that it is impracticable to determine the periodspecific 
effects or the cumulative effect of a change in policy. In such cases, the municipality shall restate the opening 
balances of assets, liabilities and net assets for the earliest period for which retrospective restatement is prac- 
ticable. 

1 .2 Consolidation 
Basis of consolidation 

The consolidated annual financial statements incorporate the financial statements of the Municipality and 
Municipal Entities controlled by the Municipality. 

On acquisition, the assets and liabilities of a Municipal Entity are measured at their fair values at the date of 
acquisition. The interests of outside shareholders are stated at the minorities proportion of the fair values of the 
assets and liabilities recognised. 

The results of Municipal Entities acquired or disposed during the year are included in the consolidated State- 
ment of Financial Performance from the effective date of acquisition or up to the effective date of disposal, as 
appropriate. 

Where necessary, adjustments are made to the annual financial statements of Municipal Entities to bring the 
accounting policies used into line with those used by the Municipality and other Municipal Entities included in 


the Group. 


All significant transactions and balances between members of the Group are eliminated on consolidation. 

1 .3 Financial instruments 

1.3.1 Financial Assets Classification 

A financial asset is any asset that is cash or a contractual right to receive cash. The municipality has the fol- 
lowing types of financial assets as reflected on the face of the Statement of Financial Position or in the notes 
thereto: 


• Investments in Fixed Deposits (Banking Institutions etc.) 

• Long Term Receivables 

• Consumer Debtors 

• Other Debtors 

• Short Term Investment Deposits 

• Cash and Cash Equivalents 


In accordance with IAS 39.09 the financial assets of the municipality are classified as follows into the 
four categories prescribed by this standard: 


Type of Financial Asset 


Classification in terms of IAS 39.09 


Short Term Investment Deposit- Call 
Cash and Cash Equivalents 
Finance Lease Receivables 
Long Term Receivables 


Held to Maturity Investments 


Loans and Receivables 
Loans and Receivables 
Loans and Receivables 
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1 .3 Financial instruments (continued) 


Type ot Financial Asset 


Classification in terms of IAS 39.09 


Consumer Debtors 
Other Debtors 

Investments In Fixed Deposits 


Loans and Receivables 
Loans and Receivables 
Held to Maturity Investments 


Loans and Receivables 

Loans and Receivables are non derivative financial assets with fixed or determinable payments that are not 
quoted in an active market. They are included in current assets, except for maturities greater than 1 2 months, 
which are classified as non- current assets. Loans and receivables are recognised initially at cost which rep- 
resents fair value. After initial recogniticn financial assets are measured at amcrtised cost, using the effective 
interest rate method less a provision for impairment (Refer to note 3). 

Held To Maturity Investments 

Held to maturity investments are financial assets with fixed or determinable payments and fixed maturity where 
the municipality has the positive intent and ability to hold the investment to maturity. 

Cash includes cash on hand (including petty cash) and cash with banks (including call deposits). Cash equiv- 
alents are short term highly liquid investments, readily convertible into known amounts of cash, that are held 
with registered banking institutions with maturities of 4 months or less and are subject to an insignificant risk 
of change in value. For the purposes of the cash flow statement, cash and cash equivalents comprise cash 
on hand, deposits held on call with banks, net of bank overdrafts. The municipality categorises cash and cash 
equivalents as financial assets: Loans and Receivables. 

1 .3.2 Financial Liabilities Classification 

A financial liability is a contractual obligation to deliver cash or another financial asset to another entity. The 
munioipality has the following types of financial liabilities as reflected on the face of the Statement of Finanoial 
Position or in the notes thereto: 


Long Term Liabilities 
Other Creditors 
Bank Overdraft 
Short Term Loans 

Current Portion of Loan Term Liabilities 
Consumer Deposits 


There are two main categories of financial liabilities determined by their classification. Financial Liabilities may 
be measured at: 

(i) Fair Value through profit or Loss; or 

(ii) Amortised Cost using the effective interest method. 

Any other financial liabilities are classified as "other financial liabilities" and are initially measured at fair value, 
net of transaction costs. Other financial liabilities are subsequently measured at amortised cost using the effec- 
tive interest method, with interest expense recognised on an effective yield basis. 

In accordance with IAS 39.09 the financial liabilities of the municipality are all classified as "other financial li- 
abilities". 

1 .3.3 Initial and Subsequent Measurement 

Financial Assets 

Held to Maturity investments, loans and receivables are initially measured at fair value plus transaction costs 
that are directly attributable to the acquisition or issue of the financial assets. Subsequently, these assets are 
measured at amortised cost using the effective interest method less any impairment, with interest income rec- 
ognised on an effective yield basis. 

Financial Liabilities 

Financial Liabilities are initially and subsequently measured at fair value. Other financial liabilities are measured 
at amortised cost using the effective interest rate method. 
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1 .3 Financial instruments (continued) 

Impairment of Financial Assets 

The municipality assesses at each statement at financial position date whether a financial asset or group of finan- 
cial assets are impaired. Financial assets are impaired where there is objective evidence of impairment, (such 
as the prcbability of insolvency or significant financial difficulties of the debtor). If there is such evidence the 
recoverable amount is estimated and an impairment loss is recognised in accordance with IAS 39. 

Initially accounts receivable are valued at fair value and subsequently carried at amortised cost using the ef- 
fective interest rate method. An estimate is made for doubtful debts based on past default experience of all out- 
standing amounts at year-end. Bad debts are written off in the year in which they are identified as irrecoverable. 

The carrying amounts of the financial asset is reduced by the impairment loss directly for all financial assets 
with the exception of accounts receivables, where the carrying amount is reduced through the use of an 
impairment account. Subsequent recoveries of amounts previously written off are credited against the impair- 
ment account. Changes in the carrying amount of the impairment account are recognised in the Statement 
of Financial Performance. 

Derecognition of Financial Assets 

The municipality derecognises financial assets only when the contractual rights to the cash flows from the asset 
expire or it transfers the financial asset and substantially all the risks and rewards of ownership of the asset to 
another entity, except when council approves the write-off of financial assets due to non recoverability. 

If the municipality neither transfers nor retains substantially all the risks and rewards of ownership and continues 
to control the transferred asset, the municipality recognises its retained interest in the asset and an associated 
liability for amounts it may have to pay. If the munioipality retains substantially all the risks and rewards of 
ownership of a transferred financial asset, the municipality continues to recognise the financial asset and also 
recognises a collateralised borrowing for the proceeds received. 

Derecognition of Financial Liabilities 

The municipality derecognises financial liabilities only when, the municipality's obligations are discharged, 
cancelled or they expire. 

1 .3.4 Investment in Municipal Entities 

In the municipality's annual financial statements, investments in municipal entities are carried at fair value less 
any accumulated impairment at the reporting date. 

1 .4 Employee benefits 

1.4.1 Short-term employee benefits 

Remuneration to employees is recognised in the Statement of Financial Performance as the services are ren- 
dered, except for non-accumulating benefits, which are only recognised when the specific event occurs. The 
municipality has opted to treat its provision for leave pay as an accrual, included under current liabilities. 

The costs of all short-term employee benefits such as leave pay, are recognised during the period in which the 
employee renders the related service. The liability for leave pay is based on the total acorued leave days at year 
end and is shown as a creditor in the Statement of Financial Position. 

1 .4.2 Defined contribution plans 

A defined contribution plan is a plan under which the municipality pays fixed contributions into a separate en- 
tity. The municipality has no legal or constructive obligation to pay further contributions if the fund does not hold 
sufficient assets to pay all employees the benefits relating to service in the current or prior periods. 

The municipality's contributions to the defined contribution funds are established in terms of the rules governing 
those funds. Contributions are recognised in the Statement of Financial Performance in the period in which the 
service is rendered by the relevant employees. The municipality has no further payment obligations once the 
contributions have been paid. 

1 .4.3 Defined benefit plans 

A defined benefit plan is a post- employment benefit plan other than a defined contribution plan. 
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1 .4 Employee benefits 
Post-retirement health care benefits 

The municipality has an obligation to provide post-retirement health care benefits to certain of its retirees. Ao- 
cording to the rules of the Medioal Aid Funds, with which the municipality is associated, a member (who is on 
the ourrent Conditions of Service), on retirement, is entitled to remain a continued member of fhe Medioal Aid 
Fund, in which case the municipality is liable for a certain portion of fhe medical aid membership fee. 

The defined benefit liability is the aggregate of the present value of the defined benefit obligation and unrec- 
ognised actuarial gains and losses, reduced by unrecognised past servioe oosts.The plan is unfunded. The 
present value of the defined benefit obligation is calculated using the projected unit credit method, inoorporat- 
ing actuarial assumptions and a disoount rate based on the government bond rate. Valuations of fhese obliga- 
tions are carried out every year by independent qualified acfuaries. 

Long-service allowance 

The municipalify has an obligation to provide long-service allowance benefits to all of ifs employees. According 
to the rules of fhe Long-service Allowance Scheme, which fhe municipality instituted and operates, an employee 
(who is on the current Conditions of Servioe), is enfitled fo a cash allowance, calculafed in ferms of fhe rules of 
the seheme, after 10, 15, 20, 25 and 30 years of continued servioe. The munioipality's liability is based on an 
actuarial valuation. The projeoted unit credit method has been used to value the liabilities. Actuarial gains and 
losses on the long-term inoentives are accounted for through the Statement of Financial Performance. 

Defined benefit plans 

The municipality contributes to various defined benefif plans on behalf of ifs qualifying employees. These funds 
are multi-employer funds (refer to Note 15 of fhe Annual Financial Sfatemenfs for details). The oontributions to 
fund obligations for fhe payment of retiremenf benefifs are oharged against revenue in the year they become 
payable. These defined benefit funds are actuarially valued triennially on the discounted cash method basis. 
Defioits are reoovered through lump sum payments or increased future contributions on a proportional basis 
from all participating municipalities. 

1 .5 Provisions 

Provisions are recognised when: 

• the munioipality has a present obligation as a result of a pasf evenf; 

• if is probable thaf on outflow of resources embodying eoonomic benefits or service potential will be 
required to settle the obligation; and 

• a reliable estimate can be made of fhe obligation. 

The amount of a provision is fhe best estimate of the expenditure expected to be required to settle the present 
obligation at the reporting date. 

Provisions are reviewed at each reporting date and adjusted to refleot the current best estimate. Provisions are 
reversed if it is no longer probable that an outflow of resources embodying economic benefifs or service poten- 
tial will be required, to settle the obligation. 

A provision is used only for expenditures for which the provision was originally recognised. 

Provision for fhe rehabilifafion of the refuse landfill site is determined at best estimate by consulting engineers. 

1 .6 Property, plant and equipment 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for 
use in the production or supply of goods or servioes, renfal to others, or for adminisfrative purposes, and are 
expeofed to be used during more than one finanoiol period. 

Initial Recognition 

The cost of an ifem of property, plant and equipment is recognised as an asset when: 

• it is probable that future economic benefits or service potential associated with the item will flow to 

• the munioipality; and 

• the oost of the item can be measured reliably. 
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1 .6 Property, plant and equipment (continued) 

Property, plant and equipment is Initially recognised at cost on its acquisition dote or in the cose of assets ac- 
quired at nil or nominal consideration the deemed cost, being the fair value of fhe assef af acquisition dote. 

The cost of on ifem of properfy, planf and equipmenf is fhe purchase price and other costs attributable to bring 
the asset to the location and condition necessary tor it to be capable of operafing in fhe manner infended by 
fhe municipality.Trade discounts and rebates are deducted in arriving at the cost. 

Where an asset is acquired at no cost, or for a nominal cost, its cost is its fair value as af dafe of acquisition. 

Where an item of property, plant and equipment is acquired in exchange for a non-monefary assef or monefary 
assets, or a combination of monefary and non-monefary assefs, the asset acquired is initially measured at tair 
value (the cost). If fhe acquired item's fair value was not determinable, it's deemed cost is the carrying amount 
of fhe assef(s) given up. 

When significanf componenfs of an item of properfy, plant and equipment have different useful lives, fhey are 
accounfed for as separafe ifems (major componenfs) of properfy, planf and equipment. 

Costs include costs incurred initially to acquire or construct an item of properfy, plant and equipment and costs 
incurred subsequently to add to, replace part of, or service if. If a replacemenf cosf is recognised in the carrying 
amount ot an item of properfy, planf and equipmenf, fhe carrying amounf of fhe replaced parf is derecognised. 

The initial estimate of the costs of dismanfling and removing fhe item and restoring the site on which it is located 
is also included in the cost of properfy, planf and equipment, where the entity is obligated to incur such ex- 
penditure, and where the obligation arises as a result of acquiring fhe assef or using if for purposes ofher than 
the production of inventories. 

Recognifion of cosfs in fhe carrying amounf of an ifem of property, plant and equipment ceases when the item 
is in the location and condition necessary for if to be capable ot operating in the manner intended by the 
municipality. 

Major spare parts and standby equipment which are expected to be used tor more than one period are in- 
cluded in property, plant and equipment. In addition, spare parts and standby equipment which can only be 
used in connection with an item of properfy, plant and equipment are accounted for as property, plant and 
equipment. 

Subsequent Measurement 

Subsequent expenditure relating to property, plant and equipment is capitalised if it is probable that future 
economic fair value of fhe subsequenf expenditure can be reliably measured. 

Subsequent expenditure incurred on an asset is only capitalised when it increases the capacity for fufure eco- 
nomic benefits associated with the asset. 

Where the municipality replaces part of an asset, it derecognises the part of fhe asset being replaced and 
capitalises the new component. 

Subsequent measurement of all property, plant and equipment are measured at cost, less accumulated depre- 
ciation and any accumulated impairment losses. The municipality does not recognise in the carrying amount 
of an ifem of properfy, planf and equipment the cost of day to day servicing of fhe item. 

Compensation from fhird parfies for ifems of properfy, planf and equipmenf thaf were impaired, losf or given up 
is included in surplus or deficif when the compensation becomes receivable. 

Depreciation 

Each part of an ifem of property, plant and equipment with a cost that is significant in relation to the total cost 
of fhe item shall be depreciated separately. 

The depreciation charge for each period shall be recognised in surplus or deficit unless it is included in the 
carrying amount ot another asset. 

Land, with the exception of landfill sites and cemetery, is not depreciated as it is regarded as having an infinite 
life. If fhe cosf of fhe land includes fhe cost of site dismanflement, removal and resforafion, fhe porfion of the 
land asset is depreciated over the period of benefifs or service potenfial, obtoined by incurring fhose costs. De- 
preciation on assets other than land is calculated on cost, using the straight line method, to allocate their cost 
or revalued amounts to their residual values over the estimated useful lives of the asset. The depreciation meth- 
od used reflects the pattern in which the assets tuture economic benefits or service potential are expected to 
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1 .6 Property, plant and equipment (continued) 

be consumed by the municipality. Components of assets that are significant in reiation to the whole asset and 
that have different useful lives are depreciated separately. 

The useful lives of items of property, plant and equipment have been assessed as follows: 


Item 

Expected useful life 

Land & Building 

• Permanent 

30 years 

• Other Buildings 

30 years 

Plant and Equipment 

• Weed Eater 

2 years 

• Lawn Mower 

2 years 

• Other 

5 years 

• Skid Mounted Fire Response 

15 years 

Furniture 

10 years 

Computer equipment 

5 years 

Infrastructure Electricity 

• Electrical Kiosk 

15 years 

• Electrical Meters 

15 years 

• Street Lights 

15 years 

• Electrical Lines and Cables 

40 years 

• Electrical Switchgear 

40 years 

• Power Transformers 

40 years 

Infrastructure - Plant & Equipment 

• Heavy Duty Infrastructure Pumps 

15 years 

• Unspecified Infrastructure Assets 

15 years 

• Standby Generators Sets - Water & Sewerage Camps 

15 years 

Infrastructure Sewerage Services 

• Sewerage Containment 

50 years 

• Sewerage Network 

50 years 

• Sewerage Purification 

50 years 

Infrastructure Solid Waste Cell Services 

• Solid Waste Cell 

7 years 

• Cemetery 

15 years 

Infrastructure Water Services 

• Small Schemes 

20 years 

• Water Abstraction 

20 years 

• Water Network 

20 years 

• Water Purification 

20 years 

• Water Storage 

50 years 

Motor vehicles 

• Bakkie, LDV Sedan & Tanker 

7 years 

• Truck 

7 years 

• Trailer & Caravan 

5 years 

• Forklift 

5 years 

• Tractors 

15 years 

Equipment 

• Office Equipmenf 

5 years 
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1 .6 Property, plant and equipment (continued) 

Infrastructure Assets 

Infrastructure assets are any assets that are part at a netwark at similar assets and are shown at cost less ac- 
cumulated depreciation and accumulated impairment. 

Derecognition of Property, Plant and Equipment 

The carrying amount of an item of property, plant and equipment is dereoognised on disposal, or when no 
future economic benefits or service potential are expected from its use or disposal. 

The gain or loss arising from the derecognition is included in surplus or deficit when the item is derecognised. 

Gains or losses, calculated as the difference between the net book value of assets (cost less acoumulated 
depreciation and accumulated impairment losses) and the sales proceeds, are included in the Statement of 
Financial Performance as a gain or loss on disposal of property, plant and equipment. 

1 .7 Intangible assets 

An asset is identified as an intangible asset when it: 

• is capable of being separated or divided from an entity and sold, transferred, licensed, rented or ex- 
changed, either individually or together with a related contract, assets or liability; or 

• arises from contractual rights or other legal rights, regardless whether those rights ore transferable or 
separate from the munioipality or from other rights and obligations. 

Initial Recognition 

An intangible asset is recognised when: 

• it is probable that the expected future economic benefits or service potential that are attributable to the 
asset will flow to the munioipality; and 

• the cost or fair value of the asset can be measured reliably. 

Intangible assets are initially reoognised at cost. 

An intangible asset aoquired at no or nominal cost, the oost shall be its fair value as at the date of acquisition. 

Expenditure on research (or on the research phase of an internal project) is recognised as an expense when 
it is incurred. 

An intangible asset arising from development (or from the development phase of an internal project) is 
recognised when: 

• it is teohnically feasible to oomplete the asset so that it will be available for use or sale; 

• there is an intention to complete and use or sell it; 

• there is an ability to use or sell it; 

• it will generate probable future economic benefits or service potential; 

• there are available technical, financial and other resources to complete the development and to use 
or sell the asset; 

• the expenditure attributable to the asset during its development can be measured reliably. 

Subsequent Measurement. Amortisation and Impairment 

Intangible assets are carried at cost less any accumulated amortisation and any impairment losses. 

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no 
foreseeable limit to the period over which the asset is expected to generate net cash inflows or service potential. 
Amortisation is not provided for these intangible assets, but they are tested for impairment annually and when- 
ever there is an indication that the asset may be impaired. For all other intangible assets amortisation is pro- 
vided on a straight line basis over their useful life. 

The amortisation period and the amortisation method for intangible assets ore reviewed at each reporting 
date. 
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1 .7 Intangible assets (continued) 

Amortisation is provided to write down the intangible assets, on a straight line basis, to their residual values as 
follows: 


Item 

Computer software, other 


Useful life 

3 years 


The gain or loss is the difference between the net disposal proceeds, if any, and the carrying amount. It is rec- 
ognised in surplus or deficit when the asset is derecognised. 

Derecognition 

Intangible assets are derecagnised when the asset is disposed of or when there are no further economic 
benefits or service potential expected from the use of the asset. The gain or loss arising from the disposal or 
retirement of an intangible asset is determined as the differenoe between the sales proceeds and the carrying 
value and is recognised in the Statement of financial Performance. 

1 .8 Investments in municipal entity 

In the municipality's annual financial statements, investments in municipal entities are carried at fair value less 
any accumulated impairment at reporting date. 


1 .9 Leases 


A lease is classified as a finance lease if itfransfers substantially all the risks and rewards incidental to ownership. 
A lease is classified as an operating lease if it does not transfer substantially all the risks and rewards incidental 
to ownership. 

1.9.1 Finance leases - The Municipality as a lessee 

Finance leases are recognised as assets and liabilities in the statement of financial position at amounts equal 
to the fair value of the leased property or, if lower, the present value of the future minimum lease payments. The 
corresponding liability to the lessor is included in the statement of financial positian as a finance lease obliga- 
fion. 

The discaunf rafe used in calculating the present value of the future minimum lease payments is the interest 
rate implicit in the lease. 

The lease payments are apportioned between the finance charge and reduction of fhe oufstanding liabilify. 
The finance charge is allocafed fo each period during the lease term so as to produce a constant periodic rate 
of the remaining balance of the liability. 

1.9.2 Operating leases - The Municipality as a lessee 

Payments made under operating leases (net of any incentives received from the lessor) are charged tc the 
Statement cf Financial Performance over the period of the lease. 

1.10 Inventories 

Inventories are initially measured at cast except where inventories are acquired at no cost, or for nominal con- 
sideration, then their costs are their fair value as at the date of acquisition. 

Subsequently inventories are measured at the lower of oost and net realisable value. 

Net realisable value is the estimated selling price in the ordinary course of operations less the estimated costs of 
completion and the estimated costs necessary to make the sale, exchange or distribution. 

The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred in bring- 
ing the inventories to their present location and condition. 

The cost of inventories of ifems thaf are not ordinarily interchangeable and goods or services produced and 
segregated for specific projects is assigned using specific identificafion of the individual costs. 

The cost of inventories is assigned using the first-in, first-out (FIFO) formula. The same cost formula is used for all 
inventories having a similar nature and use to the municipality. 
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1.10 Inventories (continued) 

When Inventories are sold, the carrying amounts of those Inventories are recognised as an expense in the peri- 
od in whioh the related revenue is recognised. If there is no related revenue, the expenses are recognised when 
the goods are distributed, or related services are rendered. The amount of any write-down of inventories to net 
realisable value and all losses of inventories are recognised as an expense in the period the write-down or loss 
ocours.The amount of any reversal of any write-down of inventories, arising from an increase in net realisable 
value, are recognised as a reduction in the amount of inventories recognised as an expense in the period in 
which the reversal occurs. 

1.11 Tax 

Normal Tax Expense: 

No provision has been made for taxation as the municipality is exempt from taxation in terms of seotion 1 0(1 ) 
(A) of the Inoome Tax Aot. 

Value Added Tax (VAT): 

The Municipality accounts for VAT on the accrual basis, based on special exemption received from the Com- 
missioner of Revenue in that the payment related to VAT on sales is being made after receipt of revenue. 

1.12 Revenue from exchange transactions 

Revenue is the gross inflow of economio benefits or service potential during the reporting period when those 
inflows result in an increase in net assets. 

An exchange transaction is one in which the municipality receives assets or services, or has liabilities extin- 
guished, and directly gives approximately equal value (primarily in the form of goods, services or use of assets) 
to the other party in exohange. 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, 
willing parties in an arm's length transaotion. 

Measurement 

Revenue is measured at the fair value of the consideration received or reoeivable, net of trade discounts and 
rebates. 

Rendering cf services 

When the outoome of a transaotion involving the rendering of services can be estimated reliably, revenue as- 
sociated with the transaction is recognised by reference to the stage of completion of the transaction at the 
reporting date. The outcome of a transaction oan be estimated reliably when all the following conditions are 
satisfied: 

• the amount of revenue can be measured reliably: 

• it is probable that the economic benefits or service potential associated with the transaction will flow to 
the municipality; 

• the stage of completion of the transaction at the reporting date can be measured reliably; and 

• the costs incurred for the transaotion and the costs to complete the transaction can be measured reliably. 

Service charges relating to water are based an oonsumption. Meters are read an a monthly basis and when 
the meter is not read provisional estimates are made and based on those readings the revenue is invoiced 
monthly and recognised. Adjustments to provisional estimates of consumption are made in the invoicing pe- 
riod in which meters have been read. These adjustments are recognised as revenue in the invoicing period. 

Servioe oharges relating to refuse are recognised on a monthly basis in arrears and on an accrual basis by 
applying the approved tariff to each consumer that makes use of the solid waste site. 

Servioe charges from sanitation are raised on a monthly basis in accordance with the approved tariffs. 

Interest and rentals are recognised on a time proportion basis. 

Revenue from public contributions is recognised when all conditions associated with the contribution have 
been met or where the contribution is to finance property, plant and equipment, when such items are brought 
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1.12 Revenue from exchange transactions (continued) 

into use. 

Where public contributions have been received but the municipality has not met the conditions, a liability is 
recognised. 

1.13 Revenue from non exchange transactions 

Non-exchange transactions are defined as transactions where the entity receives value from another entity 
without directly giving approximately equal value in exchange. 

Revenue is the gross inflow of economic benefits or service potential during the reporting period when those 
inflows result in an increase in net assets. 

Fair value is the amount for which an assef could be exchanged, or a liability settled, between knowledgeable, 
willing parties in an arm's length transaction. 

Measurement 

Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and 
volume rebates. 

Government grants 

Government grants are recognised as revenue when: 

• it is probable that the economic benefits or service potential associated with the transaction will flow to 
the municipality, 

• the amount of the revenue can be measured reliably, and 

• to the extent that there has been compliance with any conditions associated with the grant. 

Revenue received from condifional granfs, donafions and funding are recognised as revenue to the extent that 
the municipality has complied with any of the criteria, conditions or obligations embodied in the agreement. To 
the extent that the criteria, conditions or obligations have not been met a liability is recognised. 

Grants in Aid 

The municipality transfers money fo individuals, organisafions and ofher sectors of governmenf from time to 
time. When making these transfers, fhe municipality does not: 

receive any goods or services directly in return, as would be expected in a purchase or sale transaction 
expect to be repaid in future: or 

expect a financial return, as would be expected from an investment 

These transfers are recognised in fhe Sfatemenf of Financial Performance as expenses in fhe period fhat the 
events giving rise to the transfer occurred. 

1.14 Borrowing costs 

Borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset 
are capitalised as part of the cost of that asset until such time as the asset is ready for its intended use. 

• The amount of borrowing costs eligible for capitalisation is determined as follows: 

• Actual borrowing costs on funds specifically borrowed for the purpose of obtaining a qualifying asset 
less any investment income on the temporary investment of those borrowings. 

• Weighted average of the borrowing costs applicable to the municipality on funds generally borrowed 
for the purpose of obtaining a qualifying asset. The borrowing costs capitalised do not exceed the total 
borrowing costs incurred. 

The capitalisation of borrowing costs commences when all the following conditions have been met: 

• expenditures for the asset have been incurred: 

• borrowing costs have been incurred; and 

• activities that are necessary to prepare the asset for its intended use or sale are undertaken. 
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1.14 Borrowing costs (continued) 

When the carrying amount or the expeoted ultimate cost of the qualitying asset exceeds its recoverable 
amount or reooverable service amount or net realisable value, the carrying amount is written down or written 
off in accordance with the accounting poiicy on Impairment of Assets as per accounting polioy number 1 .5 
and in certain circumstances, the amount of the write-down or write-off is written book in accordance wifh the 
same accounting policy. 

Capitalisation is suspended during extended periods in which active development is interrupted. 

Capitalisation oeases when substantially all the activities necessary to prepare the qualifying asset tor its in- 
tended use is complete. 

When the municipality completes the construction of a qualifying asset in parts and each part is capable of 
being used while consfruction oonfinues on ofher parts, the entity ceases capitalising borrowing costs when it 
completes substantially all the activities necessary to prepare that part tor its intended use or sale. 

All other borrowing costs are recognised as an expense in the period in which they are incurred. 

1.15 Unauthorised expenditure 

Unauthorised expenditure is expenditure that has not been budgeted for, expendifure fhat is not in terms of the 
conditions of an allocafion received from another sphere ot government, munioipality or organ ot state and 
expenditure in the form of a granf fhat is not permitted in terms of the Municipal Finance Management Act(Act 
No. 56 of 2003). All unauthorised expenditure is recognised as an expense in the Statement of Financial Per- 
formance in fhe year that the expenditure was incurred. The expenditure is classified in accordance with the 
nature of fhe expense, and where recovered, it is subsequently accounted for as revenue in the Statement of 
Financial Performance. 

1.16 Fruitless and wasteful expenditure 

Fruitless and wasteful expenditure means expenditure which was made in vain and would have been avoided 
had reasonable care been exercised. 

All fruitless and wasteful expenditure is recognised as an expense in the Statement of Finanoial Performance in 
the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the 
expense, and where recovered, it is subsequently aocounted tor as revenue in the Statement of Financial Per- 
formance. 

1.17 Irregular expenditure 

Irregular expenditure is expenditure that is contrary to the Munioipal Finance Management Act (Act No. 56 of 
2003), the Municipal Systems Act(Act No. 32 of 2000), the Publio Otfice Bearers Act(Act No. 20 of 1998) or is in 
contravention of the municipality's supply chain management policy. Irregular expenditure excludes unauthor- 
ised expenditure and is accounted for as expenditure in the Statement of Financial Performance and when 
recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance. 

1.18 Comparative figures 

Where necessary, comparative figures have been reclassified to conform to changes in presentation in the 
current year. 

1.19 Events after report date 

Events after the reporting date that are classified as adjusting events are accounted for in the annual finanoial 
statements. The events after the reporting date that are classified as non-adjusting events have been disolosed 
in the notes to the annual financial statements. 

1 .20 Contingent assets and contingent liabilities 

Contingent assets and contingent liabilities are not reoognised. Contingencies are disclosed in the notes to the 
annual financial statements. 

1.21 Currency of presentation 

These consolidated annual financial statements are presented in South African Rand. 




